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The articles in this issue of the BULLETIN were de- 
livered before the January, 1934 meeting of THE NEw 
York STATE Society OF CERTIFIED Pustic ACCOUNTANTS. 


The of THE New York State Society 
oF CERTIFIED Pusiic ACCOUNTANTS ts issued quar- 
terly to members. Copies may be obtained at the 
office of the Society at twenty-five cents per copy. 
All other communications relating to the BULLETIN 
should be addressed to the Committee on Publications. 


[The matter published in this BULLETIN, unless otherwise stated, will not be 
binding upon the Society; and it should be understood that any opinions 
expressed in articles published in the BULLETIN are the opinions of the 
authors of the articles, respectively, and are not promulgated by the Society.} 


Objects of the Society 


“To cultivate, promote and disseminate knowledge and infor- 
mation concerning accountancy and subjects related thereto; to 
establish and maintain high standards of integrity, honor and 
character among certified public accountants; to furnish infor- 
mation regarding accountancy and the practice and methods 
thereof to its members, and to other persons interested therein, 
and to the general public; to protect the interests of its members 
and of the general public with respect to the practice of ac- 
countancy; to promote reforms in the law; to provide lectures, 
and to cause the publication of articles, relating to accountancy 
and the practice and methods thereof; to correspond and hold 
relations with other organizations of accountants, both within 
and without the United States of America; to establish and 
maintain a library, and reading rooms, meeting rooms and social 
rooms for the use of its members; to promote social intercourse 
among its own members and between its own members and the 
members of other organizations of accountants and other persons 
interested in accountancy or related subjects; and to do any and 
all things which shall be lawful and appropriate in furtherance 
of any of the purposes hereinbefore expressed.” 


—From the Certificate of Incorporation. 


Copyright, 1934, by 
THE NEW YORK STATE SOCIETY OF 
CERTIFIED PUBLIC ACCOUNTANTS 
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The New York Certified Public 


Accountant Syllabus 


By Norman E. Wesster, C.P.A. 
of WEBSTER, HORNE, BLANCHARD & TAYLOR 


O N any subject, perhaps, an accountant is expected to give 
figures and dates. This paper will not be an exception. 

The New York certified public accountant law was ap- 
proved April 17, 1896 and provided for examinations for cer- 
tificates and for a board of three examiners, the first members 
of which were appointed by the regents in October, 1896. 

From the standpoint of educational qualifications the next 
important statutory requirement was added in 1929 by the 
provision that after January 1, 1938 every candidate for ex- 
amination must have completed a four year course in an ap- 
proved high school and a course in a registered college or 
school of accountancy. This amendment also increased the 
membership of the Board of Examiners to at least five. 

The work of the board has covered 118 member-years. 
The present membership has served a total of fifteen member- 
years and their twenty-six predecessors served a total of 
103 member-years at an average of almost exactly four years 
each. However, seventeen served from one to four years 
each for a total of thirty-three and a half years or an average 
of two years each, while nine served from five to fifteen and a 
half years each for a total of sixty-eight and a half years or 
an average of seven and a half years each. 

Because of the relation to our subject of some of these 
nine who served for long periods it is appropriate to name 
them: Charles W. Haskins, the first president, Jarvis W. 
Mason, Simon Loeb and Henry E. Mendes each served for 
periods of five years; Willam H. Dennis served six years; 
John R. Loomis, seven years; Samuel D. Patterson, eight. 
years; Ferdinand W. Lafrentz, in two periods a total of 
twelve years; and Charles S. McCulloh fifteen and a half 
years. Their successors, this Society, the profession and 
the State owe a debt of gratitude to these men. 
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The first accountant examination was held on Tuesday 
and Wednesday, December 15 and 16, 1896, and covered the 
four subjects of theory of accounts, practical accounting, 
auditing and commercial law, the same as now. After hold- 
ing eight semi-annual examinations, the college department 
of the University of the State of New York published the 
first certified public accountant syllabus in September, 1900 
and a second edition differing only slightly was issued in 
June, 1903. The third syllabus, newly written and much 
shorter, was issued on January 15, 1911 and this is the latest 
issue. 


New Syllabus Being Prepared 


Three years ago the Education Department and the Board 
of Examiners recognized the need for a restatement of the 
scope of the educational foundation for the profession of 
accountancy and steps were taken to supply that want. One 
member of the board prepared a first draft; each member out- 
lined the matter which should be covered in discussing the 
subjects upon which he prepared and rated the examinations; 
and the board individually and as a body reviewed and edited 
the draft. It was then transmitted to the department which 
submitted it to the Council on Accountancy. At a con- 
ference of the department, council and board the views of 
each were presented and the draft was referred to a commit 
tee consisting of those who are here to speak on this subject. 
They considered it at several sessions, and after editing it 
sent it to the department again which on March 25, 1933 
submitted it to the accountancy educators. 

Before referring to the scope of this draft a general com- 
parison of it with the prior issues should help. The first 
syllabus, 1900, and the second edition, 1903, are shown to 
have been prepared by Charles W. Haskins. The board’s 
records show that its membership when the three syllabi 
were issued was as follows: 


First, 1900—Charles W. Haskins, John R. Loomis, Leonard 
H. Conant; 
Second, 1903—John R. Loomis, Leonard H. Conant, John 


R. Sparrow; 
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Third, 1911—Charles S. McCulloh, Samuel D. Patterson, 
Leon O. Fisher. 


These names show that the former issues had authorship 
and sponsorship which made them authoritative. 

With the first issue in 1900 there were also printed the 
questions given in the first eight examinations, The syllabus 
proper was changed only in a few details in the second edition 
in 1903. The space given to subjects in the several issues is as 


follows: 
I-1900 II-1903 III-1911 IV-Draft 


47 45 12% (Typed) 35 
General matter 2 2 (See HB14) 
Theory of accounts and 
practical accounting ....... 7 7 ?- 15% 

Bibliographies, total titles.... 65 71 62 116 
Accounting and auditing.... 18 22 13 100 
Commercial law 47 49 49 16 


The draft for the fourth issue is more extended than the third 
but less so than the first and second. Perhaps, however, it is 
equally or more comprehensive. 

Now as to the scope of the draft. The introduction includes 
paragraphs, defining accountancy and private and public practice, 
and stating the recognition by law and the fundamental and ex- 
amination requirements for certification. The draft then pro- 
ceeds to set out the scope of the necessary education, gener- 
ally and in detail. 

Of course there is not time to read all of this and to do so 
would not serve any useful purpose because the details must 
be studied to determine their importance and completeness. 
However, the scope of the syllabus is indicated by these 
extracts. 


Scope of Accountancy Education 


Ideally the scope of accountancy education embraces all 
subjects and matters relating directly or indirectly to the pro- 
duction, acquisition, conservation, or transfer of valuable 
property or services by individuals or associations of individ- 
uals. Therefore, it includes the known facts as to all forms of 
transactions, as to all classes of values, in all kinds of business 
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and in addition it embraces the relation to accountancy of the 
natural sciences, law, economics, finance, ethics, and logic. 

Practically the scope of the required accountancy education 
is not thus all inclusive. As already stated, the examinations 
for the certified public accountant certificate are given in four 
subjects. However, the applicant who has confined his study 
strictly to these subjects may find it difficult to obtain the rat- 
ings which are necessary for certification. In addition to these 
four subjects, the applicant should be familiar with some of 
the standard works on economics, finance, and kindred sub- 
jects. At this time, 1934, no questions are propounded which 
relate solely to these subjects. However, the questions in 
the required four subjects may and often do involve principles, 
customs, etc., of which the applicant should have some knowl- 
edge acquired by practical experience, or by study as above 
suggested. The scope of the required accountancy education 
in each of the four subjects of examination is here given. 

Ideally the scope of law education for the practice of 
accountancy would seem to embrace all classifications of the 
law including portions of the criminal law because each classi- 
fication is related to possible transactions or to the procedure 
by which rights may be maintained or their infringement may 
be redressed. General knowledge of all branches of the law 
will enable one to decide more intelligently when legal counsel 
should be sought. 

Practically the scope of the required law education is not 
thus wide, but it is limited to those selections from the law 
which are commonly designated as commercial law or the law 
merchant. 

As a subject for examination the scope of commercial law 
education should include (1) the principles of common law, 
and of New York and United States statutory law relating 
to (a) the forms of organizations both those engaged in pri- 
vate and public business, (b) the relationships of such organi- 
zations to each other, (c) the classes of property and of rights 
in property, and (d) other matters relating to business trans- 
actions; (2) United States and New York tax laws; (3) the 
rules of statutory construction of tax laws and of the extent 
to which administrative regulations in such matters are con- 
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trolling; (4) the forms of procedure which are prescribed 
for the preparation of accounts for presentation to courts or 
other agencies created by law, and the basic rules governing 
the submission of the facts as proof of allegations; and (5) 
the legal responsibilities of those engaged in the public prac- 
tice of accountancy, 


Theory of Accounts 


As a subject for examination the scope of theory of ac- 
counts should include (1) the entire terminology of account- 
ing; (2) the elements of commercial arithmetic and actuarial 
science; (3) controlling accounts; (4) the classification of 
accounts which will produce an appropriate analysis of the 
operating results of (a) each class of business organization, 
private, quasi-public and public, (b) each function of such 
organization such as production, transportation, merchandis- 
ing, financial, etc., including for each its major and its minor 
or incidental operations, and (c) each class of property, of 
debt and of capital; (5) the ascertainment of the appropriate 
basis for the apportionment or other distribution of any 
item, parts of which are allocable to one or more other items; 
(6) the appropriate methods for determining the costs of 
particular functions, operations or products; (7) the factors 
which control in various processes or methods for valuing 
property and debt; (8) the accounting phases of capitaliza- 
tion; (9) the principles which apply in making effective and 
giving expression to the mutual obligations contained in 
various kinds of documents; and (10) the principles of statis- 
tical and graphic interpretation and presentation, of budget- 
ing, and of special investigation. 


Practical Accounting 


As a subject for examination the scope of practical ac- 
counting should include the application of commercial law 
and theory of accounts to statements of facts given in the 
form of propositions or problems related to any of the sub- 
divisions mentioned in the outlines hereinafter given. Furth- 
ermore, emphasis should be laid upon (1) the terminology 
pertaining to the accounting records and statements; (2) the 
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processes of commercial arithmetic; (3) the design of ac- 
counting records which may be appropriate for (a) each class 
of business organization both public, quasi-public and private, 
(b) various functions of business, (c) the classes of property 
and debt and of revenue and expense, for which controlling 
and subsidiary accounts may be advisable, and (d) where 
permissable, the selection of the most appropriate of two or 
more designs for particular statements; (4) the bookkeeping 
including the original record with sufficient explanation and 
the later summarization; (5) the presentation of the financial 
facts for stated periods and at stated dates or both; (6) the 
presentation of the financial facts in the special forms which 
may be required for special investigations, for taxation, or 
for fiduciaries, parties to court action, etc.; (7) the prepara- 
tion of budgets. 


Scope of Auditing Education 


As a subject for examination the scope of auditing should 
presuppose a thorough knowledge of commercial law, theory 
of accounts and practical accounting, and should include 
specific and general subjects as follows: Specifically, (1) the 
classification of audits as to scope and purpose; (2) the 
preparation of a program for any particular audit; (3) the 
determination of the methods and extent of the reviews of 
(a) the original entries and of the comparison therewith of 
the related documents, and (b) the postings therefrom, etc.; 
(4) the determination of the verifications which can and should 
be made by examination, by confirmation, by analysis, or by 
tests, and the methods and extent cf the analyses or tests 
for different classes of property or debt or of gain or loss; 
(5) the presentation of the results of the audit in (a) state- 
ments, tabulations, graphs, etc., (b) textual narration and 
comments, and (c) certification. Generally, (1) good, clear, 
concise English for the textual presentation of the financial 
facts; (2) basic knowledge of economics and finance; (3) 
common practices adopted by the principal classes of indus- 
try or other businesses in matters of accounts; (4) an in- 
telligently inquiring mental attitude about business; (5) a 
critical though impartial point of view; (6) discriminating 


> judgment as to the relative importance of different matters; 
5 and (7) professional tact and ethics. = 


Outline for Accountancy Education E: 


: For convenience and to show the relationships of the 
e parts of each subject the outlines are here presented in tabular 
r form. This method should make it easier for the accountancy 
4 student to learn the meaning of the terms in the outline for 
d each subject; to grasp the relationships between different 


1 sections of the outline; to comprehend the application of each 
e to various financial facts; and to acquire some facility in the 
h processes by which they are so applied. 

r It is expected that the study herein outlined will result 


S in a workable knowledge of the fundamentals of accountancy, 
in a general though possibly less full understanding of the places 
and ways in which these fundamentals contact, and in some 
comprehension of the effects of such contacts and the reasons 
therefor. Study alone will not make a finished accountant 


; as it does not make a skilled practitioner in any other pro- 
" fession. Practice and experience are equally necessary. How- 
‘ ever, study in a school of accountancy or, if properly organ- 
. ized, carried on alone can and should provide an educational 
a equipment, the effective use of which may be acquired by 
practice. 
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Ethics in Relation to the Practice 


of Accountancy 


By Myron A. FINKE, C.P.A., 
of KLEIN, HINDS & FINKE 


N the early days of accountancy practice, the role of the 

accountant was that of a checker of accounts who compiled 
financial statements for the use of the client —a kind of ex- 
alted or glorified bookkeeper, if you will. The measure of 
success of an accountant’s work was frequently the number 
of errors and mistakes which were uncovered during his 
examination. The accountant was regarded primarily as a 
technician, entirely subject to the control of the client, and his 
claims to professional status and dignity were not generally 
recognized. In recent times, however — particularly during 
the past thirty years — economic developments have given a 
more prominent place to the accountant in business affairs. 
As the profession of accountancy assumed a larger role in 
the world of business, there followed not only a notable in- 
crease in the demands for accountants’ services, but also a 
substantial broadening of the nature and scope of the services 
which the accountant was called upon to render. Today, it is 
no rare instance for the accountant to act in matters of arbi- 
tration, to assist in the preparation of budgets, to advise on 
contractual arrangements involving accountancy practice, to 
offer suggestions on financial and dividend policies, and to 
conduct fact-finding investigations. 


The opportunities for more important and significant serv- 
ices by the accountant to the business world have, naturally, 
brought with them additional responsibilities. His judgment, 
his advisory services, his interpretation of the facts developed 
by his investigations, have all assumed major importance in 
the analyses of business problems. His reports are given 
wide circulation and the accountant is required to consider 
not only his client, but all who read and rely upon his 
reports. 
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From this all too brief resumé, it becomes clear that the 
relations of the accountant to his work, to his client, to his 
fellow-members in the profession, and to the public (whom he 
ultimately serves) have grown tremendously varied and com- 
plex. More and more does it become necessary for the 
practitioner to realize and understand the need of a strict 
observance of the code of ethics which governs his profession. 


For some strange reason, the word “ethics” has a sancti- 
monious sound or meaning for some of us. Rightly under- 
stood, however, ethics in relation to one’s business or pro- 
fession really means an honest and sincere effort to improve 
one’s own condition, and to abstain from interfering with 
others’ rights. It is, in short, a type of self-discipline, an 
“enlightened selfishness” imposed for the good of the pro- 
fession as a whole. It simply means that, in some instances, 
the individual is expected to yield his own immediate personal 
interest but by so doing he will profit in the long run because 
of the better conditions surrounding his profession. 


Professional Objects Described 


However, in the observance of our professional standards, 
we must not overlook the fact that the most important element 
of a profession is the obligation to render service. Probably 
the best expression of this idea is found in the medical code 


which states: + 


“A profession has for its prime object the services it 
can render to humanity; reward or financial gain should 
be a subordinate consideration.” 


The same idea was recently enunciated by the Washington 
Supreme Court in its decision upholding the State of Wash- 
ington’s occupational privilege taxes which exempted from its 
scope those engaged in rendering personal services: 


“A profession is not a money getting business. It 
has no element of commercialism in it. True, the pro- 
fessional man seeks to live by what he earns, but his main 
purpose and desire is to be of service to those who seek 
his aid and to the community of which he is a necessary 
part. In some instances, when the recipient is able to 
respond, seemingly large fees may be paid, but to others 
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unable to pay adequately, or at all, the professional service 

is usually cheerfully rendered.” 

No doubt many of you noted, with the same sense of 
gratification that I did, the examination given to candidates 
by the American Institute of Accountants at the November, 
1933, session. Here, for the first time, a question dealing with 
the ethics of our profession was included in the auditing 
paper. I feel that this decision on the part of the board of 
examiners of the American Institute to emphasize the im- 
portance of ethics in the minds of those who plan to under- 
take the public practice of accountancy is a decidedly for- 
ward movement and favorably parallels examinations for 
admission to the bar, which are never complete without some 
question inserted therein dealing with its canon of ethics. 
The question which was presented at the November examina- 
tion is extremely interesting and goes to the very essence of 
professional conduct. As you may recall, the question read: 

“In the code of ethics of the American Institute of 

Accountants, it is provided that no member shall advertise 

his professional attainments. Explain the principle und: r- 

lying this rule.” 


Institute Examination Includes Ethics Question 


I was very much interested to find, in the most recent 
issue of the Journal of Accountancy, an editorial comment on this 
examination question. Several of the answers were discussed 
and appeared quite instructive. One candidate wrote, appar- 
ently in a humorous vein: 

“For an accountant to advertise professional attain- 
ments would be disclosing information which should not 
be made public.” 


Another candidate wrote, and with point: 


“If an accountant solicits business, advertises, under- 
bids, ete., he will not only cut his fellow-accountant’s 
throat but will reduce himself from a professional stand- 
ing to the standing of a cut-rate drug store, or to that of 
the oldest profession known.” 


The editorial concluded with what, in the opinion of the editor, 
was the best answer: 
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“It looks like hell for an accountant to advertise how 
smart he is.” 
It appears that the examiner who reported this answer added 
his own comment: “A bully statement of fact.” 


Since I have brought up the question of advertising, it 
seems to me that it is about time that we fall in line with the 
older professions and, by Society mandate, bar all kinds of 
advertising and soliciting. Personally, I am of the firm opinion 
that, in the first place, not enough business is secured through 
solicitation to warrant the expense and, in the second place, 
the kind of business which results from solicitation is apt to 
be quite undesirable. Iam reminded of two young men, whom 
I first met several years ago at the college where they were 
completing their theoretical training. Both were exception- 
ally well qualified young men with keen, accurate minds, 
above the average in intelligence, painstaking, hard workers, 
and with natural aptitude for analysis and synthesis of ac- 
counting problems. Because of these qualifications, they 
were well fitted for the field of accountancy. Both were en- 
gaged in accounting offices—one, in the office of a national 
organization whose reputation, from an ethical viewpoint, 
left much to be desired, and the other, in the office of a well- 
known, reputable firm. A few years after graduation, and at 
about the same time, both these young men decided to branch 
off in practice on their own account, as independent practition- 
ers. The first man, impressed no doubt with the practices of 
the organization where he had received his practical training, 
decided that there was only one way to get business and that 
was to go after it. Accordingly, he started out on a sort of 
store-to-store and office-to-office canvass. At the end of three 
years he had nothing to show for his efforts but a half-dozen 
monthly clients who paid him from $10 to $25 a month. The 
second accountant opened an office, did no soliciting whatever, 
but spent his time becoming acquainted with the people of his 
community in a perfectly ethical and proper manner. It was 
rather hard sledding for a time but it was not long before he 
found that business was beginning to come to his office. Not 
being required to solicit, he was able to give his full thought 
and attention to the few jobs which he had, with the result 
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that his work was so well done that, in many cases, new 
jobs came from the old ones. At the end of three years, he 
was well known in the city and had the beginnings of a real 
practice. Now, of course, I realize that some people may say 
that the second man solicited business in an indirect manner 
by making acquaintances who, he felt, might be good for his 
business. 


The point to be emphasized here, however, is that any 
work which came to him came voluntarily, which placed him 
in a far different position from that of the first man who went 
out after the business he got. A solicited engagement places 
an accountant in an anomalous position with the client. The 
client is very apt to feel that he has employed the accountant 
just as he would employ a bookkeeper, and therefore, that he 
is entitled to dictate the manner in which the accountant 
shall perform his work and the sort of report he shall render. 


Calls Solicitation Tremendous Handicap 


I believe that the solicitation of accounting work is, in the 
long run, a tremendous handicap for the further reason that 
it puts the accountant who indulges in such a practice into a 
class from which he never escapes. Using the legal profession 
as an illustration, if you knew that a lawyer was in the habit 
of obtaining his business through advertising or solicitation, 
you certainly would not engage him as your attorney if you 
required legal service. This same thing holds true in our 
profession. If you obtain a reputation for soliciting business, 
the desirable men in the community, who intuitively dislike 
such a manner of securing business, will engage a practitioner 
who avoids solicitation. 


Apart from this ever-present discussion of the evils of ad- 
vertising, which all reputable professional men agree is a 
practice to be barred and condemned, I feel that a brief review 
of the rules of professional conduct now in effect might be 
of interest not only to our young practitioners but also to our 
seasoned members who have probably forgotten by this time 
that such rules of professional conduct exist. These rules are 
part of the by-laws of the Society and constitute article 18 
thereof. The purpose of these rules is to crystallize ethical 
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ideas, thus giving them a needed emphasis. The advantage 
of thus establishing rules is that a standard is set on the basis 
of which those accused of unethical conduct may be judged. 
On the other hand, the fact that a code has been set up fre- 
quently results in its being interpreted according to the letter 
rather than the underlying spirit. Furthermore, those not 
professionally-minded frequently and unwarrantedly infer that 
what is not specifically forbidden is permitted. Some codes 
go so far as to recognize the possibility and danger of such 
wrongful inference. Thus, in the preamble to the canon of 
ethics adopted by the legal profession, it is stated: 


“No code or set of rules can be framed, which will 
particularize all the duties of the lawyer in the varying 
phases of litigation, or in all the relations of professional 
life. The following canon of ethics is adopted by the 
American Bar Association as a general guide, yet the 
enumeration of particular duties should not be construed 
as a denial of the existence of others equally imperative 
though not specifically mentioned.” 


The principles of medical ethics contain a similar warning. 


Rule 1 of our rules of professional conduct is self-explana- 
tory: 

“No member shall permit the use of his name in con- 
nection with any statement which, he knows, or acting in 
his professional capacity he should know, contains a ma- 
terial misstatement of fact, or omits a material fact, the 
omission of which would make the statement misleading.” 

It is probably needless for me to state that no professional 
man is worthy of any standing in a community if he know- 
ingly prepares or certifies a statement that includes any es- 
sential misstatement of fact. 


Tells Story of Accounting Incident 


I am reminded of an incident related recently by the 
present head of one of the largest accounting firms. It appears 
that the accounting firm was requested to submit a form of 
certificate for use in connection with a prospectus. The com- 
pany’s profits showed a fairly steady decline over a period 
of ten years, except that in one year, because of a war demand, 
they rose to a point considerably higher than the average of 
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the ten years. The banker desired the certificate to show, 
only, the average for the ten years, and the profits for the last 
year, that is, the war year. The accounting firm objected on 
the ground that this information would create a natural but 
erroneous impression as to the trend of profits. The discus- 
sion became acrimonious, the banker insisting that, if this 
position were adhered to, he would have no further dealings 
with the accounting firm. Finally, no certificate appeared in 
the prospectus, the banker submitting the earnings statement 
on his own responsibility. All indications pointed to the loss 
of an important client. Some months later, the same banker 
contemplated the purchase of a large business and wished a 
comprehensive and reliable report as to its operations. The 
rest of the story is best told in the words of the famous ac- 
countant referred to: 

“His lawyers approached us, saying that while the 
banker still thought we were entirely wrong in the stand 
we had taken six months earlier, he believed that we had 
taken it in good faith and the incident should not, there- 
fore, be a bar to friendly relations between us. They there- 
upon gave instructions to make the investigation, and 
further intimated that the banker desired that I personally 
take charge of it. 

“This sequel made the whole incident one of the most 
helpful of my experience, and I hope it may also be of 
service in encouraging those of you who may be about 
to start practice, or are in the early days of practice, to 
take a firm stand for sound ethical principles, which I am 
sure will ultimately tend to bring you professional success 
as well as a consciousness of professional integrity.” 


With the recent passage of the Federal Securities Act, the 
importance of rule 1 has been further impressed upon our 
profession, and the pecuniary dangers that might flow from 
any misstatement are known to you all. 

Rule 2 and rule 3 are so closely allied that they should 
be considered together: 

Rule 2: 

“No member shall certify to accounts or statements 
which have not been verified entirely under the supervision 


of himself or another person representing him in con- 
formity with number “3” of these rules.” 
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Rule 3: 


“No member shall allow any person to practice as 
representing him who is not in partnership with him, or in 
his employ, or who is not a regularly practicing public 
accountant in good standing.” 


Describes Rules of Ethics 


These rules are clearly enough stated. Personally, I had 
never heard of a case where an accountant permitted another 
accountant, not in partnership with him nor in his employ, 
to use his name until quite recently. In this particular case, 
the firm permitted a young accountant in a small town to use 
its name and stationery in consideration of the payment of a 
percentage of the younger man’s fees. Fortunately, the young 
accountant realized that it was dangerous to both parties 
and decided to forego the rather dubious advantages resulting 
from such an arrangement. 


Rule 4: 


“No member shall directly or indirectly pay, allow or 
agree to pay or allow to the laity a commission, broker- 
age, or other participation in the fees or profits of his 
professional work; nor shall he accept directly or in- 
directly from the laity any commission, brokerage or other 
participation for professional or commercial business re- 
ferred to others as an incident to his services to clients, 
except it be for the benefit of such clients and be credited 
or paid over to them.” 


Decries Commissions in Professions 


Perhaps an illustration from the medical profession will 
serve to make this rule clearer. If my physician prescribed 
a certain pharmaceutical preparation and I learned that, in 
addition to the fee he charged me, he was receiving a com- 
mission on the sales value of the prescription, I would be 
justified in concluding that perhaps it was the commission 
which prejudiced his prescription for the cure of my particu- 
lar illness. Such a case would be identical with that of an 
accountant having a reprehensible commission arrangement 
with a printing establishment, an insurance agency, or other 
commercial concern. 
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Rule 5: 


“No member shall engage in any other business or 
occupation conjointly with that of his professional practice 
in such a manner as would be incompatible or inconsistent 
therewith.” 


I know that cases have often arisen which have made this 
rule necessary. Most of the accountants I know, however, 
have had to work so hard at their profession that they could 
not possibly have found time to indulge in any other sort of 
work. Under this rule, a young practitioner was recently 
cautioned by the Committee on Ethics against his contem- 


plated procedure of modifying the year-end accounts receiv-: 


able confirmation slips so that he would, in effect, be acting 
as a collection agency for his client. 


Rule 6 is seli-explanatory and reads: 


“No member shall take part in any effort to secure the 
enactment or amendment of any state or federal law or 
of any regulation of any governmental or civic body, af- 
fecting the practice of the profession, without giving im- 
mediate notice thereof to the secretary of this society, who 
shall at once advise the board of directors.” 


Rule 7 is worthy of comment. It reads: 


“No member shall knowingly solicit the clients of 
another certified public accountant of the State of New 
York, but no member shall be denied the right to render 
service to those who may directly and specifically request 
In this connection, I might state that I have noticed the 

development of a reluctance on the part of members of our 
profession to accept engagements which have been performed 
previously in a satisfactory manner by other accountants — 
unless, of course, there is a real reason for the client making 
a change. Some time ago I heard of a case where a client 
requested a young practitioner to look over his books and give 
him an idea as to the cost of an audit. The accountant 
learned that the client’s books had been handled by another 
firm and that there was no legitimate reason for the client 
desiring to make a change. The young man so informed the 
prospective client who was so impressed with his attitude 
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that he related the incident to a number of people. As a 
result, the practitioner received several engagements which 


’ more than made up for the one he had declined. The moral 


of this story, it seems to me, is that through the wisdom of 
his action, he had chosen the sure road to success. 


Rule 8 is likewise intended to enforce the professional 
relations between fellow practitioners, so that one member 
shall not take away employees serving another member of the 
Society. 


“No member shall directly or indirectly offer employ- 
ment to an employee of a fellow member without first 
informing said member of his intent. This rule shall not 
be construed so as to inhibit negotiations with anyone 
who, of his own initiative or in response to public adver- 
tisement, shall apply to a member for employment.” 


Urges Amendment to Advertising Rule 


Rule 9 deals with a subject which I have already dis- 
cussed — namely, that of advertising. 


“No member shall advertise in a manner detrimental 
to the dignity or other interests of the profession. Mem- 
bers shall not publish their professional attainments or 
service through the mails or in the public prints, but this 
rule shall not be construed to prohibit the publication of 
a simple card in directories or other public prints, or the 
dignified dissemination by letter, or by printed article, of 
impersonal information of an educational character without 
solicitation of professional practice. The foregoing shall 
not be interpreted as indicating that the society suggests 
or recommends advertising.” 


Frankly, I see nothing dignified, educational or impersonal 
in the publication of a simple card. Some day I hope that this 
rule will be amended so that even the so-called simple card, 
which is now permitted, will be prohibited. It is my belief 
that the hope of obtaining engagements through the use of 
card advertising is groundless. There is absolutely nothing 
in it from the standpoint of return for money spent. Certainly, 
reputable physicians do not advertise and when we happen 
to read advertisements of physicians or dentists, as we some- 
times do on subway placards or in the newspapers, we are 
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right in assuming that the advertisers are quacks. In the 
case of this rule, as in that of solicitation, I believe that we 
should be more restrictive and should prohibit advertising 
entirely, whether by card or otherwise. 


These nine rules, together with paragraph 10 which deals 
with the punishment meted out to members found guilty of 
transgression of this code, constitute the formal canon of 
ethics of our profession. A recent amendment to the by-laws, 
however, introduced a new rule of professional conduct, rule 
2A, to the effect that members may not, without permission 
of a client, discuss the affairs of said client with a third party. 
The rule follows: 


“All information concerning his client’s financial af- 
fairs which a member has acquired shall be considered 
confidential and, subject to law, no member shall, directly 
or indirectly, furnish a third party with any information 
with respect thereto without the consent of his client.” 


Probably the first lesson to be learned by the young ac- 
countant is that of secrecy. The new rule is an official ap- 
proval on the part of the Society, at least, of maintaining in- 
violate the confidences of a client. In some states, I under- 
stand, the affairs of a client are privileged to the accountant 
to the same extent as to the lawyer. In New York State, 
however, such is not the case and, regardless of our code of 
ethics, an accountant, if called upon to testify, must disclose 
the affairs of his client. Here, too, I trust that before long 
the state law will be modified so that the accountant, as well 
as the lawyer, will be protected from divulging the intimate 
details of his client’s business. 


In conclusion, I might state that a reading of the rules of 
professional conduct would indicate that the ethical problems 
of the accountant, like those of all professional men, relate 
not so much to matters which rest upon the fundamental 
differentiation between right and wrong but— much more 
important — to questions which have possibly, in some in- 
stances, more answers than one. If the accountant is per- 
fectly satisfied to measure his annual profit entirely in dollars 
and cents, then the saying that “the love of money is the root 
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of all evil,” becomes, alas, all too true. I am convinced that 
there are, fortunately, men who are so imbued with the dignity 
and worth of the profession, that they are ready, whenever 
necessary, to sacrifice some portion of their material gains 
for the satisfaction which comes from public and social service 
well done. That is so, even though such men frequently find 
that sacrifices of this nature are not purely idealistic, but more 
often result in laying the corner-stone of a truly successful 
practice. 
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